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Before the 0CT 2 1 4293

Federal Communications Commission
Washington, D.C. 20554

DOCKET FILE COPY ORIGINAL

In the Matter of

Implementation of the Pay Telephone CC Docket No. 96-128
Reclassification and Compensation Provisions
of the Telecommunications Act of 1996

UNITED STATES TELEPHONE ASSOCIATION
PETITION FOR CLARIFICATION

The United States Telephone Association (USTA) respectfully submits its Petition for
Clarification in the above-referenced proceeding. USTA is the principal trade association of the
incumbent exchange carrier industry. Its members provide over 95 percent of the incumbent
exchange carrier-provided access lines in the U.S.

On September 20, 1996, the Commission released its Report and Order (Order) in this
proceeding which implements the pay telephone provisions of the Telecommunications Act of
1996. As contemplated by the Act, the Order generally provides for a transition to a fully
competitive payphone market. However, USTA seeks clarification of several issues relative to
the implementation of the Order.

While the Commission correctly provides for the removal of payphone costs from Carrier
Common Line (CCL) charges, the actual instructions contained in the Order are unclear and, in
some instances, incorrect. Given the complexity of this issue, USTA believes that clarification is

required.
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There is an inconsistency in the explanation of the calculation used to determine the
exogenous cost amount and the resulting Price Cap Index (PCI) reduction. Order at paragraph
185. The methodology described in paragraph 185 requires affected local exchange carriers
(LECs) to develop a “payphone cost allocator” equal to the Section 69.501(d) payphone costs as
included in the 1995 ARMIS reports divided by the common line revenue requirement as
reported in the 1995 ARMIS filing. Pursuant to the Order, each affected LEC must reduce its
PCI for the common line basket by the payphone cost allocator minus one.

The Commission should clarify that any payphone line cost included in the Section
69.501(d) payphone costs be subtracted before the payphone cost allocator is calculated. The
Order correctly specifies that payphone line costs are not to be reclassified and are not to be
removed from regulated rates. Order at paragraphs 159 and 183. If the payphone line costs are
not excluded from the payphone cost allocator, the entire payphone line cost recovery would be
removed from the common line PCI rather than being transferred to the Subscriber Line Charge
(SLC) on a revenue neutral basis as intended.

The Commission should also acknowledge that the PCI should be reduced by an
exogenous cost amount calculated by multiplying the Common Line base period revenue by the
payphone cost allocator, and subtracting from that amount any inmate payphone set cost already
removed from the PCI. This is equivalent to multiplying the PCI in effect prior to the inmate

payphone set cost removal by one minus the payphone cost allocator.!

'See, Southwestern Bell Telephone Company August 20, 1996 Letter to Mr. William
Caton Re: PCI Adjustments for Inmate-Only Pay Telephone Investment Reclassification
(revising the common line PCI effective September 2, 1996).
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Paragraph 187 concludes that the multi line SLC must apply to subscriber lines that
terminate at both LEC and competitive payphones. This will increase SLC revenue, because
some LEC payphones may currently be charged a single line SLC, and some are not charged a
SLC. However, the Commission did not acknowledge the CCL rate reduction associated with
this SLC application that will result from the existing price cap rules. The Commission should
clarify that the application of SLC to payphone lines will be a price cap restructure that reflects
the transfer of the cost recovery of payphone lines from the CCL rate to the SLC. This
restructure would require a recast of the base period SLC demand and revenue to include the
payphone lines previously not subject to the SLC and a transfer of any semi-public payphone
lines previously charged the single line SLC from single line demand to multi line demand. The
recast base period SLC revenue would then be processed through the Common Line price cap
formula as the proposed revenue. The maximum allowable CCL rate would then be reduced to
reflect the additional SLC revenue.

Paragraph 183 of the Order explains that LECs subject to the price cap rules must treat
the required reduction in CCL charges to discontinue the recovery of payphone costs (excluding
the network-connecting lines) as an exogenous cost change to the Common Line basket pursuant
to Section 61.45(d)(1)(v) of the Commission’s rules. The Commission should clarify that the
price cap exogenous cost rule under which the removal of payphone costs qualifies as an
exogenous cost is Section 61.45(d)(vi), which addresses “such tax law changes and other

extraordinary cost changes as the Commission shall permit or require be treated as exogenous by



rule, rule waiver, ro declaratory ruling.”” Section 61.45(d)(1)(v), which addresses the
reallocation of investment from regulated to nonregulated activities, has a very limited scope.
This rule is limited to investment reallocations from regulated to nonregulated caused by usage
forecast revisions pursuant to Section 64.901(b)(4).> No such forecast revision applies in this
case.

USTA urges the Commission to adopt the clarifications requested above. These
clarifications are necessary to reflect the intent of the Act and to ensure that the removal of
payphone costs is carried out in an accurate and appropriate manner.

Respectfully submitted,
UN/ITED STATES TELEPHONE ASSOCIATION
b Nunds_fuil”
= { {
Its Attorneys: Mary McDermott
Linda Kent

Charles D. Cosson
Keith Townsend

1401 H Street, NW, Suite 600
Washington, D.C. 20005
(202) 326-7248

October 21, 1996
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*See, Policy and Rules Concerning Rates for Dominant Carriers, 5 FCC Red. 6786 (1990)
at paragraph 171.



CERTIFICATE OF SERVICE

I, David L. Anderson, do certify that on October 21, 1996 Petition for Clarification
of the United States Telephone Association were either hand-delivered, or deposited in the

U.S. Mail, first-class, postage prepaid to the persons on the attached service list.

A
David L. Anderson



Blossom A. Peretz

New Jersey Division of the Ratepayer Advocate

31 Clinton Street
11th Floor
Newark, NJ 07101

C. Douglas McKeever
InVision Telecom, Inc.
InVision Telecom, Inc.

1150 Northmeadow Parkway
Suite 118

Rosewell, GA 30076

Hank Smith

Independent Technologies, Inc.
11422 Miracle Hills Drive
Omaha, NE 68154

john M. Bisinger
AHA TelePLAN

515 North State Street
Suite 2850

Chicago, IL 60610

Terrence J. Buda
Veronica A. Smith
John F. Povilaitis
Pennsylvania PUC
P.O. Box 3265
Harrisburg, PA 17105

Richard McKenna, HQEO03)36
GTE

P.O. Box 152092

Irving, TX 75015

Glenn B. Manishin
Michael D. Specht
Blumenfeld & Cohen
1615 M Street, NW
Suite 700

Washington, DC 20036

Ernest G. Johnson

Cece Wood

Maribeth D. Snapp

Oklahoma Corporation Comm.
P.O. Box 25000-2100
Oklahoma City, OK 73152

E. M. Thurmond

Yuma County Airport Authority
2191 E. 32nd Street

Yuma, AZ 85365

W. Dewey Clower

NATSO, Inc.

1199 North Fairfax Street

Suite 801Alexandria, VA 22313

Martin A. Mattes

Graham & James

One Maritime Plaza - Suite 300
San Francisco, CA 94111

Betty D. Montgomery
Ann E. Henkener

Public Utilities Commission of Ohio

180 East Broad Street
Columbus, OH 43215

David ). Gudino

GTE

1850 M Street, NW
Suite 1200
Washington, DC 20036

Michael Kellogg

Kellogg, Huber, Hansen, Todd & Evans, PLLC

1301 K Street, NW
Suite 1000 West
Washington, DC 20005



Derek Blake

Admirals Club

P.O. Box 619280

Dallas/Fort Worth Airport, TX 75261

Martin Cintron
Salvador Yu
Gary S. Lutzker

NY Dept. of Info. Technology and Telecomms.

11 Metrotech Center - Third Floor
Brooklyn, NY 11201

Glenn Stehle

Call West Communications, Inc.
701 N. St. Mary’s

San Antonio, TX 78205

John D. Solomon

City of Kansas City

601 Brasilia Avenue
P.O. Box 20047

Kansas City, MO 64195

Cynthia B. Miller

Florida PSC

Capital Circle Office Center
2540 Shumard Oak Blvd.
Tallahassee, FL 32399

Timothy R. Graham

Leo I. George

Joseph M. Sandri, Jr.

Winstar Communications, Inc.
1146 19th Street, NW
Washington, DC 20036

Michel W. Ward

John F. Ward, Jr.

Henry T. Kelley

O’Keefe, Ashenden, Lyons and Ward
30 N. LaSalle Street - Suite 4100
Chicago, IL 60602

David Gorin

National Association of RV Parks and Campgrounds
8605 Westwood Center Drive

Suite 201

Vienna, VA 22182

Susan Drombetta

Scherers Communications Group, Inc.
575 Scherers Court

Worthington, OH 43085

Teresa Marrero

Judith E. Herrman

Teleport Communications Group, Inc.
Two Teleport Drive

Suite 300

Staten Island, NY 10301

Robert E. Cohn

Alexander Van der Bellen

Shaw, Pittman, Potts & Trowbridge
2300 N Street, NW

Washington, DC 20037

Philip L. Verveer
Michael F. Finn

Gunnar D. Halley
Willkie Farr & Gallagher
1155 21st Street, NW
Washington, DC 20036

David Gutierrez

Lubbock County Sheriff’s Office
P.O. Box 10536

Lubbock, TX 79408

G. Slaby

Truckstops of America
24601 Center Ridge Road
Suite 300

Westlake, OH 44145



James A. Thelen

The Cleveland Clinic Foundation
9500 Euclid Avenue

Cleveland, OH 44195

Leon M. Kestenbaum

Jay C. Keithley

H. Richard Juhnke

Sprint Corp.

1850 M Street, NW-11th Floor
Washington, DC 20036

Glenn B. Manishin
Elise P.W. Kiely
Blumenteld & Cohen
1615 M Street, NW
Suite 700

Washington, DC 20036

Lucille M. Mates

Polly Brophy

Pacific Telesis Group

140 New Montgomery Street
Room 1522A

San Francisco, CA 94105

Mary ). Sisak

Donald J. Elardo

MCI

1801 Pennsylvania Avenue, NW
Washington, DC 20006

M. Robert Sutherland
jonathan Banks
Theodore R. Kingsley
BellSouth

1155 Peachtree Street, NE - Suite 1700

Atlanta, GA 30309

William R. Ralls

Leland R. Rosier

Butzel Long

118 West Ottawa Street
Lansing, Ml 48933

Kevin E. Cox

Dallas/Fort Worth International Airport
3200 East Airfield Drive

P.O. Drawer 619428

DFW Airport, TX 75261

Jerry W, Hendricks

Telecard Regulatory Services Consultants
11655 SW Allen Blvd.,-Suite 23
Beaverton, OR 97005

James S. Blaszak

Janine Goodman

Levine, Blaszak, Block & Boothby
1300 Connecticut Avenue, NW
Suite 500

Washington, DC 20036

Michael K. Kellogg

Jeffrey A. Lamken

Kevin J. Cameron

Kellogg, Huber, Hansen, Todd & Evans
1301 K Street, NW - Suite 1000 West
Washington, DC 20005

Sondra J. Tomlinson

U S WEST, Inc.

1020 19th Street, NW
Suite 700

Washington, DC 20036

Mark C. Rosenblum

Peter H. Jacoby

Richard H. Rubin

AT&T

295 North Maple Avenue - Room 325213
Basking Ridge, N) 07920

Joe D. Edge

Sue W. Bladek

Drinker, Biddle & Reath
901 15th Street, NW
Washington, DC 20005



David Cosson
Pamela Sowar Fusting

National Telephone Cooperative Assn.

2626 Pennsylvania Avenue, NW
Washington, DC 20037

Robert M. Brill

757 Third Avenue
12th Floor

New York, NY 10017

Kathryn A. Zachem

Kenneth D. Patrich

J. Wade Lindsay

Wilkinson, Barker, Knauer & Quinn
1735 New York Avenue, NW
Washington, DC 20006

Eddie Roberson

Tennessee Regulatory Authority
460 james Robertson Parkway
Nashville, TN 37243

Martin W. Garrick

San Diego Payphone Owners Assn.
P.O. Box 881

Solana Beach, CA 92075

Eric Witte

Missouri PSC

P.O. Box 360

Jefferson City, MO 65102

ITS

2100 M Street, NW
Suite 140

Washington, DC 20036

Peter Arth, Jr.

Edward W. O’Neili
Patrick S. Berdge

PUC of California

505 Van Ness Avenue
San Francisco, CA 94102

John M. Goodman

Cecelia T. Roudiez

Bell Atlantic

1320 North Court House Road
Eighth Floor

Arlington, VA 22201

Michael E. Hayes
TelaLeasing Enterprises, Inc.
601 West Morgan Street
Jacksonville, IL 62650

Lisa M. Zaina
OPASTCO

21 Dupont Circle, NW
Suite 700

Washington, DC 20036

Tim W. Layton
Medeco

P.O. Box 3075
Salem, VA 24153

Karen Finstad Hammel
Montana PSC

1701 Prospect Avenue
P.O. Box 202601
Helena, MT 59620

Latham & Watkins

1001 Pennsylvania Ave., N.W.
Suite 300

Washington, D.C. 20004-2200



